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SUMMARY 


A. Capital Imported: 


- Immigrants bring money with them. 


- In 1988, the approximately 3500 immigrants accepted as entrepreneurs and investors 


had the declared intention of bringing over $3.1 billion to Canada. 


- In total, immigrants accepted in all classes in 1988 intended to bring over $6 billion 


to Canada. 


- Capital remittances by immigrants to their country of origin do not affect the 


economic benefits they confer on Canada. 


B. Job Creation: 


- Immigrants create jobs both through consumption and through investment and 


business formation. 


- Between 1979 and 1984, immigrants in the entrepreneur class created an estimated 
39,000 jobs. It is forecast that within six years about 36,000 full time jobs could be 


created by the entrepreneurs selected in 1988. 


- Investors and those in other classes also form businesses and create or preserve 


jobs. 


ili 
- Immigrant workers in Canada have higher rates of self employment (110/1000) than 
do native born Canadian workers (90/1000). 


- There is no evidence that immigrants displace native born workers in the economy 


as a whole. 
- Some displacement occurs in selected industries, those which are heavily capitalized 
and have either a very highly skilled or a very unskilled workforce. 
C. Consumption and Savings: 
- Immigrants stimulate the economy by consuming goods and services. They form 
new households and, as a result, the demand for housing and household durables 


increases. 


- The foreign born spend more of their income on food and shelter and, except for the 


most recent arrivals, relatively less on clothing. 


- The foreign born save more. This expands the pool of investment capital in Canada 


and benefits interest and exchange rates. 


- Immigrants accumulate more assets and achieve a higher net worth than do the 


native born. 


D. Labour Force Activity and Incomes: 


- Immigrants participate in the labour force at rates comparable to those of native 
Canadians (i.e. 64% vs 67%). 


- The foreign born on the whole have unemployment rates below those of the 
Canadian born (i.e. 8.2% vs 10.8%). 


- The foreign born have higher average employment incomes than the native born (i.e. 


$27,610 vs $26,427). They also have higher average total incomes. 


- Immigrants require a period of time in order to adjust to the Canadian labour 
market and economy. For a time, after their arrival, they experience higher 


unemployment rates and lower incomes than the Canadian norm. 


E. Fiscal Effects 


- Because they have higher incomes, immigrants pay more in taxes than do the native 


born. 


- Because the difference between the taxes that immigrants pay and the consumption 
of public services they use is greater than for the native born, the average immigrant 
headed household effectively "transfers" about $210 annually to the Canadian born 


population. 


- Immigrants, through their taxes, underwrite the costs of services, such as national 


defence, which are relatively insensitive to the size of the population. 


v 


- Foreign born persons of working age are less likely to receive social assistance than 
Canadians. About 3.5% of the foreign born receive these payments as opposed to 
5.5% of the native born. 


- This pattern appears to hold in all regions of the country. (In Quebec the ratio is 
5.5 to 8.1 and in B.C., 3.9 to 6.0.) 


- Average social assistance payments to the foreign born ($4,100) are lower than to 


the Canadian-born ($4,900) per recipient. 


- Federally, about $135,000,000 annually is spent to help immigrants learn English or 


French and ease their settlement in the community. 


- Settlement assistance under these plans is heavily weighted toward recent arrivals, 


in particular, refugees. 


- The foreign born are found to consume substantially less in overall government 
transfers than the native born after statistical corrections are made for the fact that 


the foreign born are older. 


F. Macroeconomic Effects 
- The absolute size of the economy grows with increased immigration. 
- Recent simulations with a well tested model suggest, however, that per capita 
disposable incomes and other per capita measures of well-being are insensitive to 


the level of immigration or to the size of the population. 


- Immigration effects, according to these simulations, are completely overshadowed by 


other impacts such as projected productivity growth. 


G. Conclusions 


- Empirical evidence contradicts the view that immigrants, over their lifetimes, are a 


drain on the economy. 


- Policy makers can adjust immigration levels within relatively wide margins without 


worrying about adverse economic effects. 


- Many of the costs associated with immigration are short-term and result from the 


initial settlement and adjustment of immigrants to the labour market. 


I INTRODUCTION 


The Canadian economy is large and intricate. Immigration affects it through a variety of 
complex mechanisms. Immigrants affect the economy directly through their production of 
wealth and their consumption of goods and services. They also act on the economy, 
indirectly, through demography, social structures and culture. Many of these indirect effects 
are very difficult to quantify, have not been extensively researched and are not discussed 
in this document. The purpose of this document is to present an overview of the economic 


consequences of immigration to Canada as reflected in current research. 


II CAPITAL IMPORTATION 


Perhaps the simplest and most direct way in which immigrants contribute to the Canadian 


economy is by bringing money with them when they enter the country. 


The Business Immigration Program, in particular, has expanded the amount of 
capital entering the country by attracting investors, entrepreneurs and self employed persons 


as immigrants to Canada.’ 


In 1988 the approximately 3500 immigrants selected abroad in the entrepreneur and 
investor categories had the declared intention of bringing to Canada over $3.1 billion. This 
constitutes a little over one half of the $6 billion total which all immigrants who were 
selected abroad in that year, declared they intended to bring into the country’. Currently 
immigrants in the Investor category alone are bringing about $100 million per month into 


Canada and investing it in projects approved by the provinces. 


' The Business Immigration Program has recently been modified to ensure that 
investment capital is more equally distributed to all regions of the country. 


? Employment and Immigration Canada, Immigrant Data System Overseas (IDSO), 
1988. 


A 1985 research study of entrepreneur immigrants indicated that actual capital 
importation was between 17% and 27% lower than what had been declared’. These 


amounts still exceed regulatory requirements. 


Even under the "safe" assumptions that ALL immigrants selected abroad exaggerated 
the funds which they brought and that the approximately 15,000 people who were landed 
from inside Canada brought no money with them, it can be conservatively estimated that 


about $4.5 billion was brought into Canada in 1988. 


Capital imported by immigrants boosts the Canadian economy because it creates 
additional demand, and increases to some extent, the stock of capital available for 
investment. This has a positive impact on interest and exchange rates. More investment 


means that jobs are created in Canada and the Gross National Product is increased. 


Capital remittances by immigrants to their country of origin, on the other hand, are 


not sufficiently large to detract from benefits’. 


Ill JOB CREATION 


Immigrants create jobs by virtue of their demand for and consumption of products. They 


also create jobs through investment and business formation. 


' G. G. Wong, C. A. Schutz and G. A. Crone, Evaluation of the Entrepreneurial 
Immigration Program (Ottawa, Employment and Immigration Canada, September 1985), 
p. 54. 


* Don Devoretz, "Immigrant Asset Performance: Final Report" (Ottawa, Employment 
and Immigration Canada, November 1987). p. 16. 


The entrepreneur immigrants, in particular, are job creators. Based on a 1985 
evaluation study, it appears that about 39,000 jobs were created between 1979 and 1984’. 
If the same rate of job creation prevails in today’s more buoyant economy, about 36,000 full 


time jobs would eventually be produced by the entrepreneurs selected in 1988. 


Self-employed immigrants also create businesses and jobs, at least for themselves. 
In 1988 about 830 persons were selected in the self-employed category. In general, the 
foreign born have higher rates of self employment (110/1000) than do native born 
Canadians (90/1000)*. The rate for those who arrived in 1978, or later, is somewhat lower 


than the native born norm however. 


IV CONSUMPTION AND SAVINGS 


Immigrants add to the demand for goods and services in Canada and stimulate the 
economy through their consumption. Newcomers to Canada contribute to the formation 
of new households which is a key determinant of demand for a number of large ticket items 


such as housing and household durables. 


> Wong et al., op. cit, p58. 


° Statistics Canada: 1986 Census, "Profile of the Immigrant Population," Dimensions 
(Ottawa, Minister of Supply and Services Canada, 1989). p. 1-13. Figures are without 
controlling for the effects of age. 


Research has identified a number of differences in the consumption patterns of 
foreign born and native born residents of Canada’. The foreign born spend a significantly 
larger proportion on food and shelter. They spend a relatively smaller portion on clothing. 
More recent immigrants also spend more on household items and on transportation but, in 


contrast to the older groups, they spend more on clothing than do native born Canadians’. 


While most of the differences in consumption between immigrant and native born 
groups are a function of their differing education levels, incomes and ages, cultural factors 
also play a role. Immigrants from northwestern Europe and from the U.S. have patterns 
of consumption that more nearly parallel those of the Canadian born’. After some time in 
the country, however, the consumption patterns of all immigrants come to resemble the 


Canadian norm”. 


Many researchers agree that the foreign born exceed the native born in their 
propensity to save". On average, immigrants accumulate more assets and achieve a higher 
net worth than do the native born’. These additional savings expand the stock of 
investment capital in Canada. This, in turn, impacts positively on interest and exchange 


rates possibly making it easier to finance employment generating ventures. 


” W. L. Marr and D. J. McCready, "The Effects of Demographic Structure on 
Expenditure Patterns In Canada" (The Institute for Research on Public Policy and 
Employment and Immigration, June 1989). 

© Abidssp.6. 

’ Ibid., pp. 6, 17-18, 29, 33. 
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" Don J. Devoretz, "Economic of Immigration: An Annotated Bibliography Circa 1977- 
1987" (Employment and Immigration, November, 1988), p. 21. 


* Devoretz, "Immigrant Asset Performance", op. cit., p. 4. 


V LABOUR FORCE ACTIVITY AND INCOMES 


Immigrants increase the size of Canada’s labour force. In fact, immigration is becoming an 


increasingly important component of labour force growth. 


Throughout the 1960s and 1970s the Canadian labour force grew at about 3% per 
year as the baby boom generation reached working age’. Currently it is growing at 
approximately half that rate. In particular, the number of young (less than 24 years of age) 
labour force entrants has dropped off. Already the Canadian retail and fast food industries 
have expressed concern about the declining pool from which they draw their workforce. 
Against the present demographic backdrop, if trends in participation remain constant and 


immigration is not increased, labour force growth could slow to 1% by the next century”. 


Immigrants also improve the quality of our labour force. Over the longer term, 
training programs can be used to address projected labour market needs. Unanticipated 
or near term shortages in particular occupations must, however, sometimes be alleviated 
through immigration. The removal of bottlenecks in our iabour markets speeds economic 


growth. 


® David K. Foot, Population Aging and the Canadian Labour Force (Ottawa, Institute 
for Research on Public Policy, Jan., 1987), pp. 1-2. 


' Carl Sonnen, "Medium- and Long-Term Macroeconomic Implications of Increased 
Immigration" (Employment and Immigration Canada, September, 1989), p. 1. 


One of the key factors that determines the ability of immigrants to contribute 
to the Canadian economy is their capacity to earn income. With higher incomes they are 
able to assume larger tax burdens, to stimulate the economy through consumption and to 
add to the stock of investment capital through savings. Important predictors of total 


income are employment and the income that is derived from employment. 


Immigrants who arrived in Canada between 1946 and 1982, as of the 1986 census, 
had labour force participation rates equal to or higher than those of native born Canadians. 
The immigrants who arrived before 1946 are older and, as a consequence, more often 
retired from the labour force. Those who arrived between 1982 and 1986 also had labour 
force participation rates below the Canadian born norm but this probably reflects an initial 
adjustment period before entering the labour market. Overall, about 64% of immigrants 


were in the labour force in 1986 as compared to about 67% for the Canadian born. 


In general, the unemployment rate for the foreign born tends to be lower than for 
the native born. In 1986, for example, the rates were 8.2% and 10.8% respectively”. 
Immigrants who arrived after 1978 had higher unemployment rates than did the native 
born. The rate was 16% for those who had arrived between 1982 and 1986". Apparently, 


a period of time is required for new immigrants to adapt to the Canadian labour market. 


* The reported unemployment rates are derived from 1986 census data, as published 
by Statistics Canada (93-155), and represent the unemployed labour force as a percentage 
of the total labour force for each group in the 1986 census reference week. 


* Statistics Canada, (93-155), op. cit., p. 1-11. 


In terms of occupation, immigrants are disproportionately found in fabrication, 
assembly and repair and scientific, engineering and mathematical occupations. Earlier 
arrivals (i.e. pre-1970) are more often in managerial and administrative professions. More 
recent arrivals (between 1970 and 1979) are found in greater than expected numbers among 
scientists, engineers and mathematicians, and in medicine and health. The most recent 


immigrants most often work at fabrication, assembly and repair, and service occupations”. 


For the economy as a whole, there is no strong evidence to support the view that 
native born workers are displaced by immigrants. There is, however, evidence of 
substitution in some industries, specifically those which are heavily capitalized and 


characterized by either a very highly skilled or a very unskilled workforce”. 


Immigrants had, on average, both higher annual employment incomes ($27,610 vs 
$26,472) and higher annual total incomes ($19,487 vs $17,880) than did the Canadian born 
in 1986.” Again, the existence of an adjustment period for recently arrived immigrants was 


apparent. Those who arrived after 1978 had incomes below the average for Canadian born. 


” Ibid, p. 1-9. 


’® Don J. Devoretz and Syed Ather Hussain Akbari, The Substitutability of Immigrants 
in Production (Ottawa, Employment and Immigration Canada, March, 1987), passim. 


” Statistics Canada, (93-155) op. cit. , p. 1-15. 
Average employment incomes exceed average total incomes because a different base 
population is used as a denominator in the calculation: all those who were employed for 
employment income and all those who had income for total income. 


The higher incomes of the foreign born are largely attributable to the fact that they 
are better educated, more often of prime working age and more often concentrated in large 
metropolitan markets. When immigrants are compared with native Canadians of the same 
age and education levels, however, their incomes are found to be lower.” This may indicate 
that immigrants face a variety of job barriers, including lack of language skills and possibly 


discrimination. 


VI FISCAL EFFECTS 


The cost to governments of immigration can be divided into: 


a) expenditures on specialized settlement programs for immigrants 
and 
b) costs attributable to the utilization, by the foreign born, of mainstream 


programs intended for the Canadian population as a whole.” 


About $135,000,000 annually is spent by the federal government on specialized 
settlement assistance for newcomers. This includes expenditures on initial adjustment 
assistance, counselling and immigrant services and language training ment to prepare 
newcomers for the labour market. Assistance under these plans is heavily weighted toward 


recent arrivals and in particular, refugees. 


* R. Beaujot, K. G. Basavarajappa and R.B.P. Verma, "Income of Immigrants in 
Canada", Current Demographic Analysis (Ottawa, Minister of Supply and Services, 1988), 
pp. 56,66. . 


* Alan B. Simmons and John Buttrick, "The Impact of Immigration on Government 
Expenditures: Conceptual and Methodological Considerations" (Employment and 
Immigration Canada, August , 1987), p. ii. 


Despite some problems in adjusting to the Canadian labour market, foreign born 
persons of working age are less likely to receive social assistance than are Canadian born 
persons in the same age group. According to the Survey of Consumer Finances, about 
3.5% of the foreign born received social assistance in 1987. The corresponding figure for 
Canadian born subjects was 5.5%. Average payments to the Canadian born were about 
$4,900 while for the foreign born they were only some $4,100. Although provincial data is 
less reliable, this pattern seems to hold in all regions of the country. In Atlantic Canada 
6.3% of the native born received social assistance as compared to 4.4% of the foreign born; 
in Quebec the corresponding figures were 8.1% and 5.5%; in Ontario they were 3.2% and 
2.8%; in the Prairies they were 4.7% and 4.0%; in British Columbia they were 6% and 
3.9% respectively.” 


Total expenditures for immigrants under the various settlement and assistance plans 
are completely overshadowed by the more than $6 billion paid out each year by federal, 
provincial and municipal authorities in the form of social assistance. The amounts which 
newcomers receive in the form of settlement help and job entry language training is about 
one-third of what they would receive in "extra" social assistance payments if their rate of 
welfare consumption was equal to the native born norm. To the extent that specialized 
settlement programs reduce downstream costs to more generally available social programs, 


they are a good investment. 


” It appears that within the foreign born community a disproportionate claim on social 
assistance was made by backlogged refugee claimants who, until recently, were not allowed 
to work pending an examination of their claim. The number of refugee claimants on social 
assistance grew rapidly throughout 1988. As of February 1989, 19,000 were collecting 
welfare in Ontario. According to officials with the Income Maintenance Branch of the 
Ontario Ministry of Community and Social Services, over $85,000,000 in welfare payments 
will have gone to refugee claimants in Ontario in fiscal 1988-89. This problem will be 
attenuated through the introduction of work permits for refugee claimants and by the new 
refugee determination system. 
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When other government transfers and services” were included along with social 
assistance, foreign born Canadians were found”, to exceed the Canadian born in their total 
consumption of government services by about $550 per household in 1980. This is almost 
entirely due to the older age structure of immigrants in Canada”. If only immigrants who 
arrived after 1956 are considered, immigrants are seen to use fewer government transfers 


and services than the Canadian born. 


When taxes are included, foreign born households are found to have contributed 
about $5,470 more to the public treasury than they consumed in services (in 1980). Due 
primarily to higher incomes, immigrants paid, on average, $780 more in taxes per household 


than did the native born. 


As a result of their larger tax contributions and only modestly higher consumption 
of government transfers, immigrant households in 1980 contributed, on average, about $225 


more to the public treasury, in net terms, than did the average native born household. 


~ This includes all transfers from federal, provincial and municipal governments 
including family allowances, unemployment insurance benefits, Canada/Quebec pension 
plan benefits, Old Age Security supplements, Guaranteed Income supplements and other 
grants received by each household in 1980 and reported in the census of 1981. In addition, 
figures for health and education were estimated for 1980 based on the age and sex 
composition of each household. 


“ Syed Ather Hussain Akbari, Some Economic Impacts of the Immigrant Population 
in Canada (Phd Thesis, Simon Fraser University, February 1988), pp. 76-82. 


* Children born to immigrants in Canada contribute to the native born population and 
have no moderating effect on the age structure of the foreign born population. For this 
reason the foreign born population is almost inevitably older on average than the native 
born. Such children, moreover, remain in immigrant households as dependents until they 
set up their own native born households. This clearly has a biasing effect on the household 
consumption of many government services compared here. 
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Through their tax payments, immigrants also contributed toward the financing of "public 
goods" such as defence which are relatively insensitive to population size and which would, 


in their absence, have to be paid for from a smaller tax base”. 


VII MACROECONOMIC EFFECTS 


Since it is not possible to isolate the effects of immigration on the Canadian economy as 
a whole, its macroeconomic impact has been explored through simulations with theoretically 
based computer models. In the past, these macroeconomic models have mechanistically 
predicted that increased immigration would increase the total size of the economy. 
Aggregate indicators such as gross national expenditure (GNE), gross national product 
(GNP), total consumption, employment and investment are, apparently, all increased 
through immigration. Inflation was found to fall. The models also indicated, however, that 
increased immigration has a mildly negative impact on per capita measures of well-being 
and production. Per capita GNP, productivity and real disposable income all fall marginally 
as immigration rises”. This does not mean that the incomes of existing residents of Canada 
are necessarily reduced. It could be that the immigrants themselves earn the lower incomes 
(which might, nevertheless, be higher than what they earned in their country of origin) 


while the incomes of native-born Canadians are higher. 


Many problems are associated with these modelling exercises. Despite their 
complexity, existing macro models of the Canadian economy do not allow for a full 
interaction between demographic variables, such as the birth rate or immigration, and key 
macroeconomic indicators relating to income and output. The models, typically, ignore 


scale effects (i.e. the greater efficiency which is possible in the face of larger markets) and 


* Toid. 

7 Gordon W. Davies, "Macroeconomic Effects of Immigration: Evidence From 
CANDIDE, TRACE, and RDX2" (Department of Manpower and Immigration, September 
1976), p. 47. 
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do not account for the potentially different education and skill levels of immigrants. They 
do not incorporate existing empirical evidence concerning the differing economic behaviour 
of immigrants (such as a greater tendency to self-employment). And, they ignore the effects 
of the capital which immigrants bring with them. This is significant given the growth of the 


business immigration program. 


In recent simulations carried out with Informetrica’s well tested TIM model an effort 
was made to correct some of these faults. Most notably, account was taken of the capital 
imported by immigrants and of their differing patterns of consumption and savings. The 
results, however, were not significantly different from previous findings and from studies 


in other countries. 


Overall, Informetrica concluded, on the basis of their simulations, that Canadian 
economic well being, as reflected in per capita measures of income, is largely insensitive 
to historically observed levels of immigration”. Any small negative impacts that might 
occur would be dwarfed by the benefits from projected growth in productivity. While 
economies of scale are not accounted for in the Informetrica simulation, it has been pointed 


out that liberalized international trade provides an alternative to larger domestic markets. 


VIII CONCLUSIONS 


This paper identifies many of the economic impacts which result from immigration: 
immigrants bring capital with them when they enter the country; immigrants add to the size 
of our population potentially reducing the unit cost of goods and services in some sectors 


of the Canadian economy; immigrants contribute to the size and quality of our labour force. 


* Carl Sonnen, op. cit., p. 31. 
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The cost of immigration in terms of immigrant selection, language training, 
settlement assistance and assistance to immigrants through mainstream social programs as 


they adjust to the Canadian labour market are short term costs. 


The longer term economic contributions made by immigrants depend on their ability 
to earn income from employment. Many immigrants arrive in Canada unable to speak 
English or French fluently, without Canadian job experience, without connections, and 
often, without the support of family and friends. They may also face discrimination. These 
disadvantages are difficult to overcome. The fact is, however, that, foreign born persons 
in Canada are, on average, better educated, more often of working age and more likely to 
be situated in large urban centres where their skills are in demand. As a consequence, they 


are less frequently unemployed, less often on welfare and earn higher incomes. 


The net economic impact of immigration is conditioned by the speed at which 
immigrants adapt to Canadian labour markets. It is also determined by the speed at which 


the Canadian economy adjusts to the new immigrants. 
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